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COnHONWEALTH OF KENTUCKY 

BEFORE THE P U B L I C  S E R V I C E  COMMISSION 

In the Hatter of: 

THE A P P L I C A T I O N  OF THE EAST CASEY COUNTY ) 
WATER D I S T R I C T ,  A WATER D I S T R I C T  ORGANIZED ) 
PURSUANT TO CHAETER 74  OF THE KENTUCKY RE- ) 
VISED STATUTES, I N  CASEY COUNTY, KENTUCKY, ) 
FOR ( 1 )  A C E R T I F I C A T E  OF P U B L I C  CONVENIENCE)  
AND N E C E S S I T Y ,  AUTHORIZING AND PERMITTING ) 
S A I D  WATER D I S T R I C T  TO CONSTRUCT WATER ) 
D I S T R I B U T I O N  SYSTEM IMPROVEMENTS, CON- 1 
S I S T I N G  OF TREATMENT PLANT IMPROVEMENTS, 1 9899 
AN ELEVATED STORAGE TANK, AND WATER TRANS- ) 
MISSION L I N E S :  ( 2 )  APPROVAL OF THE PROPOSED)  
PLAN OF F I N A N C I N G  OF S A I D  PROJECT, AND ( 3 )  ) 
APPROVAL OF I N C R E A S E D  WATER RATES PROPOSED ) 

CASE NO. 

T O  B E  CHARGED BY THE D I S T R I C T  TO ITS 1 
CUSTOM E R S  1 

O R D E R  

East Casey Water District ( ‘ E a s t  C a s e y ’ )  by application filed 

April 1, 1987, and rev ised  during t h e  proceedings in t h i s  matter, 

is seeking approval of adjustments to its water service rates, 

authorization to construct a $1,027,000 waterworks improvement 

project and approval of its plan of financing for this project. 

The project funding includes a $301,000 loan from t h e  Fanners Home 

Administration (“FmHA’), a $693,000 grant from the PmHA and 

$33,000 from a p p l i c a n t s  for service in the proposed project area. 

The RnHA loan will be secured by waterworks revenue bonds maturing 

over a 40-year period at an in teres t  rate o€ 5 percent per annum. 

The proposed construction will provide service to approxi- 

mately 220 additional customers.  Drawings and speciflcatlons for 

tho proposed improvemen ta prepa rod by Kenvirons, Inc , of 
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F r a n k f o r t ,  Kentucky,  ( " E n g i n e e r " )  h a v e  b e e n  a p p r o v e d  b y  t h e  

D i v i s i o n  of Water of t h e  N a t u r a l  R e s o u r c e s  a n d  E n v i r o n m e n t a l  

P r o t e c t i o n  C a b i n e t .  

On June 9 ,  1987, the C o m m i s s i o n  Staff ( " S t a f f " )  c o n d u c t e d  a 

f i e l d  r e v i e w  of East C a s e y ' s  t e s t  per iod f i n a n c i a l  records and  

i s s u e d  i ts report on August 5 ,  1987, c o n t a i n i n g  S t a f f ' s  

r ecommenda t ions .  A f t e r  c a r e f u l  r e v i e w  and examination of Staff's 

r ecommenda t ions ,  t h e  Commission is of t h e  o p i n i o n  t h a t  East Casey 

w i l l  h a v e  a d e q u a t e  c a s h  f l o w  to meet i ts  o b l i g a t i o n 8  and p r o v i d e  

for future equity g r o w t h .  Therefore, the Commission affirms 

Staff's r e c o m m e n d e d ,  and E a s t  Casey's proposed, i n c r e a s e  of 

$13,491 over a d j u s t e d  tes t -year  r e v e n u e s  €rom rates of $112,969.  

C O N T I N U I T Y  OF ADEQUATE AND RELIABLE S E R V I C E  

The e v i d e n c e  i n d i c a t e s  t h a t  reliable and  a d e q u a t e  s e r v i c e  c a n  

be m a i n t a i n e d  t h r o u g h o u t  t h e  expanded  system after c o m p l e t i o n  of 

t h e  proposed c o n s t r u c t i o n .  However,  there  a re  s e v e r a l  areas  which 

c o u l d  have r e s i d u a l  p r e s s u r e  below 30 paig ,  in v i o l a t i o n  of 807 

KAR 5 : 0 6 6 ,  S e c t i o n  6 ( 1 ) .  I n  a d d i t i o n ,  t h e r e  are  s e v e r a l  areas 

which  c o u l d  h a v e  p r e s s u r e  above  150 p a i g ,  in v i o l a t i o n  of 807 KAR 

5r066, S e c t i o n  6(1). 

The Commission r e m i n d s  E a s t  Caeey of Its o b l i g a t i o n  to 

p r o v i d e  a d e q u a t e  and  r e l i a b l e  s e r v i c e  to  all of i ts  c u s t o m e r e .  

E a s t  Casey  s h o u l d  m o n i t o r  t h e  a d e q u a c y  of t h e  expanded  water 

d i s t r i b u t i o n  s y s t e m  a f t e r  c o n s t r u c t i o n .  If t h i s  m o n i t o r i n g  

i n d i c a t e s  t h a t  t h e  l e v e l  of s e r v i c e  is i n a d e q u a t e  or d e c l i n i n g ,  or 

t h e  p r e s s u r e  t o  a n y  c u s t o m e r  is o u t s i d e  t h e  r e q u i r e m e n t 6  of 807  
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KAR 5r066, S e c t i o n  6 ( 1 ) ,  E a s t  C a s e y  m u s t  t a k e  n e c e s s a r y  a c t i o n s  t o  

m a i n t a i n  t h e  l e v e l  of s e r v i c e  i n  c o n f o r m a n c e  w i t h  t h e  r e g u l a t i o n s  

of t h e  Commiesion.  

FIRE HYDRANT INSTALLATION 

E a s t  C a s e y  o r i g i n a l l y  proposed i n s t a l l i n g  1 9  c o n v e n t i o n a l  

f i r e  h y d r a n t s  as  p a r t  of t h i s  c o n s t r u c t i o n  project .  These f i r e  

h y d r a n t  i n s t a l l a t i o n s  are n o t  i n  compliance w i t h  Standard 24 of 

t h e  N a t i o n a l  Fire  P r o t e c t i o n  A s s o c i a t i o n  as adopted by  815 KAR 

10:320 and  t h e  "Recommended S t a n d a r d s  F o r  Water Works" b y  t h e  

G r e a t  Lakes-Upper  M i s s i s s i p p i  R i v e r  Board of S t a t e  S a n i t a r y  

E n g i n e e r s  a s  adopted by  4 0 1  KAR 6 : 2 0 0 .  

E a s t  Casey w a s  r e q u e s t e d  b y  t h e  Commission t o  document  t h a t  

t h e  proposed c o n v e n t i o n a l  f i r e  h y d r a n t s  w e r e  capable of p r o v i d i n g  

fire p r o t e c t i o n .  The E n g i n e e r  r e s p o n d e d  t h a t  t h e  system was n o t  

d e s i g n e d  f o r  f i r e  f l o w s  a n d  t h a t  t h e  f i re  h y d r a n t s  s h o u l d  h a v e  

been l a b e l e d  as f l u s h  h y d r a n t s .  The flush h y d r a n t s  are t o  be 

u t i l i z e d  for m a i n t e n a n c e  purposes s u c h  as f l u s h i n g  l i n e s .  I n  a 

s u p p l e m e n t a r y  r e s p o n s e  t h e  E n g i n e e r  sta ted  t h a t  b e l o w  g r o u n d  

blow-off  h y d r a n t s  would  be u t i l i z e d  a s  f l u s h  h y d r a n t s .  

The Commission i n  good c o n s c i e n c e  c a n n o t  approve t h e  i n s t a l -  

l a t i o n  of c o n v e n t i o n a l  f i r e  h y d r a n t s  that c a n n o t  provide f i r e  

p r o t e c t i o n  i n  c o m p l i a n c e  w i t h  b o t h  s t a t e  r e g u l a t i o n s  and accepted 

o n g i n e o r i n g  c r i te r ia .  T h e r e  a r e  o t h e r  p i e c e s  of water  s y s t e m  

e q u i p m e n t  which c a n  be used €OK t h e  i n t e n d e d  operation and main-  

tananca p r o c e d u r e s  i n s t e a d  of fire h y d r a n t s .  The i n a t a l l a t i o n  of 

conventlonal fire h y d r a n t s  may m i s l e a d  t h e  c u s t o m e r s  of -st Caeey 
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i n t o  b e l i e v i n g  t h a t  t h e  water d i s t r i b u t i o n  a y e t e m  is capable of 

p r o v i d i n g  a d e q u a t e  and  r e l i a b l e  volumes of water for f i r s  

p r o t e c t i o n  p u r p o s e s .  The Commission accepts East C a s e y ' s  proposal 

to  i n s t a l l  be low g r o u n d  blow-off  h y d r a n t s  ins tead  o f  c o n v e n t i o n a l  

f i r e  h y d r a n t s .  

RATE DESIGN 

I n  its appl ica t ion  East C a s e y  p r o p o s e d  a s c h e d u l e  of ra tes  

and  proposed to add 2 2 0  a d d i t i o n a l  c u s t o m e r s .  I n  i t 8  report ,  

S t a f f  recommended t h a t  t h e  ra tes  p r o p o s e d  by  E a s t  Casey b e  

accepted. T h e r e f o r e ,  t h e  Commission is of t h e  o p i n i o n  t h a t  t h e  

ra tes  i n  Appendix  A w i l l  p r o d u c e  r e v e n u e s  s u f f i c i e n t  to  c o v e r  

o p e r a t i n g  e x p e n s e s  and  s h o u l d  be a p p r o v e d  for a e t v i c o s  r a n d o r e d .  

FINDINGS AND ORDERS 

The Commiss ionr  a f t e r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  o f  

r e c o r d ,  and  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  and f i n d s  t h a t :  

1. Wi th  t h e  appropriate  m o n i t o r i n g  of s e r v i c e  sys t em-wide ,  

and t h e  s u b s t i t u t i o n  of be low g r o u n d  blow-off  h y d r a n t s  for t h e  

p roposed  c o n v e n t i o n a l  fire h y d r a n t s ,  public c o n v e n i e n c e  a n d  

n e c e s s i t y  require t h a t  t h e  c o n s t r u c t i o n  p r o p o s e d  i n  t h e  a p p l i -  

ca t ion  be p e r f o r m e d  and t h a t  a c e r t i f i c a t e  of p u b l i c  convenience 

and n e c e s s i t y  br g r a n t e d .  

2. The p r o p o s e d  c o n s t r u c t i o n  c o n s i s t s  of a p p r o x i m a t e l y  22.6  

m i l e s  of 8 - 0  6-0 4- and  3 - i n c h  diameter p i p e l i n e s r  a 100,000 

g a l l o n  e l e v a t e d  w a t e r  s t o r a g e  t a n k ,  a n d  related a p p u r t e n a n c e s .  

The low b i d s  t o t a l ed  $ 7 7 0 , 4 4 5  w h i c h  w i l l  r equ i r e  a b o u t  $ 1 , 0 2 7 , 0 0 0  

a f t e r  allowances a r e  made for fees, c o n t i n g e n c i e s ,  a n d  o t h e r  

i n d i r e c t  costs. 
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3. E a s t  Casey  s h o u l d  m o n i t o r  t h e  a d e q u a c y  of t h e  e x p a n d e d  

water d i s t r i b u t i o n  s y s t e m  a f t e r  c o n s t r u c t i o n .  If t h e  l e v e l  of 

service is i n a d e q u a t e  o r  d e c l i n i n g ,  o r  t h e  p r e s s u r e  t o  a n y  

customer i 8  o u t s i d e  t h e  r e q u i r e m e n t s  of 807 KAR 53066, Section 

6(1), E a s t  Casey  s h o u l d  t a k e  i m m e d i a t e  a c t i o n  t o  m a i n t a i n  t h e  

level of s e r v i c e  i n  confo rmance  w i t h  the r e g u l a t i o n s  of t h e  

Commission. 

4. Any d e v i a t i o n s  from t h e  c o n s t r u c t i o n  h e r e i n  approved 

which  c o u l d  a d v e r s e l y  a f f e c t  service to  any customer should be 

d o n e  o n l y  w i t h  t h e  prior a p p r o v a l  of t h e  Commission. 

5 .  East Casey  s h o u l d  o b t a i n  approval  f rom t h e  Commission 

pr ior  to  p e r f o r m i n g  a n y  a d d i t i o n a l  construction not expressly 

c e r t i f i c a t e d  by this Order. 

6 .  E a s t  Casey  s h o u l d  f u r n i s h  d u l y  v e r i f i e d  d o c u m e n t a t i o n  of 

t h e  t o t a l  cost  of this project i n c l u d i n g  t h e  cost of construction 

and a l l  other c a p i t a l i z e d  costs  ( e n g i n e e r i n g ,  l e g a l ,  adminis -  

t r a t i v e ,  e tc . )  w i t h i n  60 d a y s  of t h e  d a t e  t h a t  c o n s t r u c t i o n  I s  

s u b s t a n t i a l l y  c o m p l e t e d .  S a i d  c o n s t r u c t i o n  costs s h o u l d  b e  

c l a s s i f  Led i n t o  appropr ia te  p l a n t  a c c o u n t s  i n  a c c o r d a n c e  w i t h  t h e  

Uniform S y s t e m  of A c c o u n t s  for Water U t i l i t i e s  prescribed by t h e  

COlWtliS8FOn. 

7 .  E a s t  Caeey's  c o n t r a c t  w i t h  ita E n g i n e e r  s h o u l d  r e q u i r e  

the prov i s ion  of full-time resident f n e p e c t f o n  u n d e r  t h e  g e n e r a l  

s u p e r v i s i o n  o f  a p r o f e s s i o n a l  e n g i n e e r  w i t h  a Kentucky regis- 

t r a t i o n  i n  c i v i l  o r  m e c h a n i c a l  e n g i n e e r i n g ,  to  e n s u r e  t h a t  t h e  

c o n s t r u c t i o n  w o r k  is  d o n e  i n  a c c o r d a n c e  w i t h  t h e  c o n t r a c t  d r a w i n g s  

-5- 



and specifications and in conformance with the best practices of 

the construction trades involved in the project. 

8. East Casey should require the Engineer to furnish a copy 

of the "as-built" drawings and a signed statement that the 

construction has been satisfactorily completed in accordance with 

the contract plans and specifications within 60 days of the date 

of substantial completion o€ this construction. 

9. The financing plan proposed by East Casey is for lawful 

objects within its corporate purpose, is necessary and appropriate 

for and consistent with the proper performance of its service to 

the public and will not impair  its ability to perform these 

services. The financing plan is reasonably necessary and 

appropriate for such purposes and should, thereEore be approved, 

10. If under FmHA loan conditions East Casey is notified and 

granted an option to accept a lower interest rate on the date of 

closing, East Casey should file the following with the Commission 
within 30 d a y s  of the date of c l o s f n g z  (1) the RnHA notification 

of the lower interest rate and a l l  correspondence from and to FmHA 

concerning this notification; (2) a statement of the interest rate 

accepted from PmHAi ( 3 )  amended pages to its bond resolution and 

an amended amortization schedule based o n  the different Interest 

rate if a different rate is accepted: and, (4) full documentation 

of why the lower rate w a s  not accepted showing an analysis of the 

higher costs associated with the l o a n  over t h e  loan's repayment 

period in the event the option to accept the lower rate is not 

taken by E a s t  Casey. 
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11. The rates and charges in Appendix A are the fair, just, 

and reasonable rates to be charged E a s t  Casey in that they should 

produce annual revenues of $126,460. 

12. Within 30 days of the date of this Order, East Casey 

should file with this Commission its revised tariff sheets setting 

out the rates approved herein. 

IT IS THEREFORE ORDERED that: 

1. East Casey be and it hereby is granted a certificate of 

public convenience and necessity to proceed with the proposed 

construction project as set forth in the drawings and specifi- 

cations of record herein on the condition that service levels be 

monitored, and corrective action taken in accordance with Finding 

Number 1 and Finding Number 3 of thia Order, and that below ground 
blow-off hydrants be substituted for the proposed conventional 

f ire hydrants. 

2. East Casey's financing plan consisting of an PmHA loan 

of $301,000, an FmHA grant of $693,000, and $33,000 in contri- 

butions from applicants for service be and it hereby is approved. 

3. All proceeds from the FmHA loan shall be used only for 

the purposes stated in East Casey'8 application. 

4. The rates and charges in Appendix A are the fair, just, 

and reaeonable ratea and charges to he charged by Eamt C a ~ o y  an 

and after the date of this Order. 

5. Within 30 days of the date of this Order East Casey 

shall file with this Commieslon its revised tariff setting out t h e  

rates approved herein. 
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6. East Casey shall comply with all matters set out In 

F i n d i n g s  3 through 8 and Finding 10 as if the same were 

individually so ordered. 

Nothing contained h e r e i n  shall be deemed a warranty of the 

Commonwealth of Kentucky, or any agency thereof, of t h e  financing 

h e r e i n  authorized. 

Done at Frankfort, Kentucky, t h i s  23rd day of lkC&er, 1987. 

PUBLIC SERVICE COMMISSION 

n 

ATTEST: 

Executive Director 



s APPENDIX A 

A P P E N D I X  TO AN ORDER OF THE KENTUCKY P U B L I C  SERVICE 
COMMISSION I N  CASE N O .  9899 DATED 12/23/87 

T h e  following rates  and charges are prescribed for the 

customers in the area served by East Casey County Water District. 

All other rates and charges n o t  specifically mentioned herein 

shall remain the same as t h o s e  in effect under authority of this 

Commission prior to the  effective date of this Order. 

Gallooaqe Block 

First 2,000 g a l l o n s  
Next 3,000 gallons 
Next 5,000 gallons 
Next 5,000 gallons 
Next 5,000 gallons 
Over 2 0 , 0 0 0  gallons 

R a t e  

$9.00 Minimum Bill 
4.20 per 1,000 gallons 
4.00 per 1,000 gallons 
3.80 per 1,000 gallons 
3.60 per 1,000 gallons 
3.20 per 1,000 gallons 


